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“APPAREL MANUFACTURING GROUP | 


; Designs, manufactures and distributes a full range of popular- -priced 


branded and private-label sportswear and casual apparel for men and 


- women, western wear and shirts for the entire family; and matched 
“sets for work ° and leisure ‘wear. Sportswear and casual apparel is : 


Nuraaucee in 44 ‘apparel manufacturing plants and sibap eae to our 


i customers from 8 major distribution centers. 


The principal products for men include: woven and knit slacks, knit 
- shirts—both sport and dress, sport coats, coordinated duo and trio 
' sportswear, ‘sweaters, jeans, western wear, outerwear, swim trunks, 


and walk shorts. HOt women: sweaters, slacks, skirts, vests, jackets, 


fla and ene 


"GENERAL RETAIL MERCHANDISING GROUP. 


‘Operates 626 retail stores in most regions ‘of the country which offer 
to the entire family a wide assortment of popular-priced products 
and sérvices for the growing middle-income population. 


General retailing Operations include both full-service and self-service 
_ junior department stores, discount stores, men’s specialty apparel 
shops and supermarket- type hardware, lumber and building materials 


tht Stores are supplied from 8 modern regional distribution centers. 


FOOTWEAR MANUFACTURING 
» AND RETAILING GROUP, 


Styles, manufactures and wholesales men’s, women’s and children’s 
footwear in most major price categories in the United States and 
Canada, and manufactures and wholesales men’s footwear in 
Australia. Facilities include 39 shoe manufacturing plants and 8 
“major distribution centers. 


The company also petites 884 retail shoe stores and jean shoe 
departments in the United States, Canada, Mexico and soon in 
Australia. 
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Ten Consecutive Years of Growth 


During the ten-year period 1964-1974, INTERCO implemented a planned 
program of growth which has produced increases in sales and earnings each 
year. These results have been achieved by constant internal expansion, plus 
profitable acquisitions. 


Today, with sales in excess of one billion dollars and net earnings of over 


forty-seven million dollars, INTERCO looks forward to maintaining its position 
of leadership as a manufacturer and retailer of popular-priced apparel, footwear 
and other consumer products and services. At the end of this ten-year period: 


Net sales— $1.12 billion in 1974—almost four times greater than $295 
million in 1963. 


Net earnings— $47.0 million in 1974 —almost nine times greater than $5.5 
million in 1963. 


Earnings per share, fully diluted—$4.11 in 1974 compared to $0.82 ten 
years ago. 


percent of net profit to sales—now 4.2% compared with 1.9% in 1963. 
Working capital is $314 million—up $196 million or 166% since 1963. 
Total assets are $547 million—up $349 million or 176% in the ten-year period. 
Long-term debt is 15% of invested capital compared to 32% in 1963. 
Shareholders’ equity is $359 million—up $248 million or 223% since 1963. 
Return on shareholders’ investment was 13.6% in 1974 and 4.9% in 1963. 


ANNUAL MEETING OF STOCKHOLDERS 
will be held at 10 a.m. on June 17,1974 


Stouffer's Riverfront Inn 
200 South 4th Street, St. Louis, Missouri 


Notice of the meeting and proxy statement will 
be sent to stockholders in a separate mailing. 


HIGHLIGHTS OF THE YEAR 


FISCAL YEARS ENDED FEBRUARY 28, 1974 1973 CHANGE 
From operations: 
Net sales $1,121,927, $L051)189 =) + 6.7% 
Earnings before income taxes 90,057 82,668 + 8.9% 
Net earnings 47,042 42,471 +10.8% 
Percent of net sales 4.2% 4.0% 
Per share of common stock: 
Fully diluted earnings $4.11 $3.70 +11.1% 
Dividends $1.32 S625 + 5.6% 
Financial condition at year end: 
Working capital $314:044 995$77293,055 + 7.2% 
Current ratio 3.8 to 1 Sh to 
Total assets 546,900 510,884 + 7.0% 
Stockholders’ equity 359,350 S272228 + 9.8% 
Return on stockholders’ 
average investment 13.6% 13.5% 
Shares outstanding at year end: 
Common stock 10,919,780 10,874,872 
Preferred stock 169,693 I Thstey/ 
Number of stockholders 15,700 16,000 
Number of employees 43,500 42,600 


(Dollars in thousands except per share data) 


The past year was an unusual one for 
American business because of an in- 
flationary economic environment, 
product and raw material shortages, 
constantly increasing cost of doing 
business, and wage and price controls. 
However, at INTERCO, we had another 
record performance, completing a 
decade of uninterrupted improvement 
in sales and earnings. 

INTERCO’s performance for fiscal 
February 28, 1974, was the result of 
each of our three operating groups... 
Apparel Manufacturing... General 
Retail Merchandising. ..and Footwear 
Manufacturing and Retailing... con- 
tributing record high sales and earnings, 
despite the many difficulties beyond 
our control. 

The achievements of the company 
over the past decade are the result of 
professional management in our oper- 
ating divisions, sound employment of 
Our assets, aggressive cost control pro- 
grams in all phases of our business, 


Office of the Chief Executive: left to right: W. L. Edwards, Jr., Senior Executive Vice President and Chief Administrative 
Officer; M. R. Chambers, Chairman of the Board and Chief Executive Officer; J. K. Riedy, President and Chief Operating Officer. 


and a plan for continued growth. Our 


growth program includes internal ex- 
pansion for existing products and ser- 
vices and continuous evaluation of new 
acquisitions which will provide addi- 
tional marketing opportunities. 

When our diversification program 


was initiated ten years ago, certain fun- 


damental guidelines were established 
and we have adhered to these princi- 
ples which have made possible a por- 


tion of the improvement in the return 
on the shareholders’ investment in 
INTERCO. One of the significant suc- 
cesses of our acquisition program, in 
addition to continuously higher sales 
and new earnings’ records each year, 
is that the managements which joined 
INTERCO through the years, remain 
Intact. 

To monitor the complexities of our 
growing company, the Office of the 
Chief Executive, as shown below, 
establishes corporate policy, provides 
for continued long-term growth, and 


directs the administration of the 
company. This group includes the 
Chairman of the Board and Chief 
Executive Officer, the President and 
Chief Operating Officer, and the Senior 
Executive Vice President and Chief 
Administrative Officer. 

We have proven management teams 
in each of our operating divisions. 
Communication within INTERCO is 
given constant emphasis and will con- 
tinue to be given prime attention. We 
have given divisional management 
maximum operational decision-making 
responsibility and full earnings account- 
ability, which offer high incentive for 
personal satisfaction. Budgeting, fore- 
casting and regular monthly meetings 
of the Operating Board at corporate 
headquarters, provide the forum for the 
frequent sharing of the newest manu- 
facturing and retailing techniques, and 
the exchange of marketing and styling 
trends. 

The principal business of INTERCO 
is the manufacturing and retailing of 
popular-priced products and services— 
which are everyday basic necessities 
for the middle-income range of our 
population—and does not necessarily 
depend on a booming economy to 
maintain its position and to grow. 

During the past year, capital expend- 
itures amounted to $24.0 million, the 
highest in our history. This was the 
result of growing consumer demand 
for sportswear and casual apparel, an 
increasing market for our footwear 
products and expansion of new retail 
stores in many new communities. 

In fiscal year ending February 28, 
1975, we are budgeting capital expend- 
itures of $18.5 million. At this time, we 
plan to open more than 100 new retail 
locations, both general retail and foot- 
wear stores and leased departments. 

In January, 1974, two acquisitions 
were completed—each providing new 
business opportunities—continuing our 
prime goal to profitably expand the 
base of operations. Devon Apparel, 
Inc., a manufacturer and distributor of 
a diversified line of coordinated sports- 
wear for women, was acquired in an 


exchange of stock on January 11, 
1974. INTERCO’s chain of men’s spe- 
cialty retail apparel stores was again 
expanded on January 31, 1974, with 
the acquisition of United Shirt Dis- 
tributors, Inc. of Detroit, Michigan, also 
in an exchange of stock. United pro- 
vides INTERCO with an entry into a 
new geographical retail area. 

For a full report on the affairs of your 
company, we call your attention to the 
financial review commencing on page 
five and to the review of operations 
which is covered in pages nine through 
twenty-one of this report. 

The quarterly dividend rate on com- 
mon stock was increased twice within 
a nine-month period in 1973—January 
5 and October 5, 1973, and these 
increases were in accordance with the 
government's Committee on Interest 
and Dividends. The Board of Directors 
will continue to evaluate the rate of 
the common stock dividend from time 
to time. 

INTERCO is confident about its 
long-range future. Our financial posi- 
tion Is excellent; we have the necessary 
discipline for continuous cost control 
and productivity improvement; and we 
have the competitive quality products 
and services for our consumers. 

As we look ahead to the new fiscal 
year, we see many demanding and 
challenging areas in managing the 
business. However, our prime objective 
continues to stress improved return on 
stockholders’ investment. We expect to 
maintain our position of leadership in 
the industries where we compete. 

Working together, INTERCO 
achieved the best year in its history. 
We are grateful to our customers and 
suppliers, our fine employees, and 
our stockholders for their continuing 
support. 


Respectfully submitted, 


aie Wi evndien. 


Chairman of the Board 
and Chief Executive Officer 


April 8, 1974 
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FISCAL 1974 IN REVIEW INTERCO ended Fiscal 1974 in the strongest financial 


position in its history. Sales of $1.12 billion, net earn- 
ings of $47 million, and earnings per share of $4.11, 
fully diluted, established new records for the tenth 
successive year. 

The comparative financial statements for fiscal 1973, 
reflected in this report, have been restated to include 
the acquisition of companies during fiscal 1974 by the 
issuance of common stock, and accounted for as pool- 
ings of interests. 


SALES 


Net sales for the year ended February 28, 1974, were 
$1.12 billion, an increase of 6.7% over the restated 
sales of $1.05 billion for fiscal 1973. Net sales reported 


NET oOteS BAe PONY Restated for companies acquired on a pooling of for fiscal 1973 were $1.00 billion. 
Millions of Dollars interests basis for years prior to their affiliation. ; . 
oe Each of INTERCO’s three operating groups reported 
As topartedi tot each fzca) year record high sales in fiscal 1974, as shown below in 
ra millions of dollars: 
Fiscal 1974 Fiscal 1973 %Y 
Sales % Sales % Increase 
1,100 Apparel $ 281.1 25a $ 266.0 25.3 by] 
General Retail 363.2 32.4 342.6 32.6 6.0 
Footwear 477.6 42.5 442.6 42.1 7.9 
Total $1,121.9 100.0 $1,051.2 100.0 6.7 


1,000 


Sales of the company increased $70.7 million during 
fiscal 1974, and each of the three operating groups 
contributed approximately the same percentage increase. 


EARNINGS 


Earnings before income taxes for fiscal 1974 were a 
record $90.1 million or 8.9% higher than the restated 
1973 pre-tax earnings of $82.7 million, an increase of 
$7.4 million. The pre-tax earnings reported in fiscal 
1973 were $75.8 million. 

The pre-tax earnings of each of INTERCO’s business 
groups, before corporate expenses and interest cost, 


900 


800 


700 


600 


Years Ended are compared in millions of dollars: 
Nov. Nov. Feb. Feb. Feb. 
1969 1970 1972 1973 1974 Fiscal 1974 Fiscal 1973 % 
Amount % Amount % Increase 
Apparel $ 30.7 30.6 $ 28.6 31.6 7.3 
General Retail 23.8 23.8 18.2 20.1 30.8 
Footwear 45.7 45.6 43.6 48.3 4.8 
100.2 100.0 90.4 100.0 10.8 
Corporate expenses 
and interest cost 10.1 ey 
Earnings before 
income taxes $ 90.1 82.7 


The most significant increase in pre-tax earnings in 
fiscal 1974 was made by the general retail group. 
This performance was the result of profit improvement 
during the year by practically all divisions within this 
group, and the benefits received from action taken in 
fiscal 1973 to liquidate a division of Central Hardware. 

Corporate expenses and interest cost increased dur- 
ing fiscal 1974, resulting from costs related to acquisi- 


tions, and higher interest expenses. 

Net earnings for fiscal 1974 were a record $47.0 
million, an increase of 10.8% over the restated net 
earnings of $42.5 million for fiscal 1973. The reported 
net earnings for fiscal 1973 were $39.1 million. The 
margin of profit—net earnings to sales—increased to 
4.2% this year, as compared to 4.0% in the previous year. 

This improvement was the result of increased volume 
of business, strict budgetary controls, maximizing op- 
portunities while minimizing risk, and in-depth manage- 
ment of the assets of the company. 

Fiscal 1974 net earnings were favorably influenced 
by a slightly lower effective income tax rate of 47.8%. 
This is primarily due to the tax benefit received from 
the ‘‘flow through” method of accounting for the 
investment tax credit, which amounted to $912,000. 

Fully diluted earnings per common share were $4.11 
for fiscal 1974, an increase of $0.41 per share or 11.1% 
over the restated per share of $3.70 in fiscal 1973. 
Fully diluted earnings per share reported for fiscal 1973 
were $3.69. 


FINANCIAL POSITION 


The company’s strong financial condition continued 
improvement in fiscal 1974, and at year-end: 


® Working capital, the excess of current assets over 
current liabilities, reached a new high of $314.0 
million, an increase of $21.0 million over the prior 
fiscal year. 


® The ratio of current assets to current liabilities was 
3.8 to 1 compared with 3.7 to 1 at February 28, 1973. 


™ Cash and marketable securities increased to $24.4 
million, with no short-term borrowings. 


™ Accounts receivable increased to $149.3 million, 
higher by 4.0%. All of this increase is the result of 
increased sales volume in the fourth quarter of 
fiscal 1974. 


® Inventories totaled $245.6 million compared with 
$232.4 million one year ago, an increase of 5.7%. The 
inventory increase is related to the new stores opened 
during the year and slightly higher inventories in 
the apparel manufacturing group. 


® Long-term debt, less current maturities, at fiscal 
year-end 1974 was $63.1 million and represented 
15% of the invested capital of the company. 


™ Stockholders’ equity at February 28, 1974, was 
$359.4 million, an increase of $32.1 million over the 
restated stockholders’ equity of one year ago. 


™ Return on average stockholders’ equity was 13.6% 
for fiscal 1974. 


INTERCO 


NET EARNINGS Rees, : ; : 
; Restated for companies acquired on a pooling of 
Millions of Dollars interests basis for years prior to their affiliation. 


eee As reported for each fiscal year. 


Years Ended 
Nov. Nov. Feb. Feb. Feb. 
1969 1970 1972 1973 1974 


FISCAL 1974 IN REVIEW 


CAPITAL EXPENDITURES 

Record high capital expenditures of $24.0 million 
were made during fiscal 1974. These expenditures met 
the growing demand for our products and services and 
included new shoe and apparel manufacturing plants 
and new retail stores, as well as expansion and moderni- 
zation of existing manufacturing plants and the refur- 
bishing of retail locations. The capital expenditures for 
the next fiscal year are budgeted at $18.5 million with 
depreciation of $12.5 million. 


DIVIDENDS 

During the fiscal year, dividends of $14.1 million 
were paid to shareholders, represented by $13.2 million 
to holders of common stock and the balance to pre- 
ferred stockholders. On September 10, 1973, the Board 
of Directors increased the quarterly common stock 
dividend from $0.32 to $0.34 per share, increasing the 
annual common stock dividend rate to $1.36 per share. 
The 252nd consecutive quarterly common stock divi- 
dend of the company was paid on April 5, 1974, at 
the rate of $0.34 per share. 


ACQUISITIONS 


Two excellently managed companies were acquired 
by INTERCO during fiscal 1974. 


™® Devon Apparel, Inc. was acquired on January 11, 
1974, in an exchange of 723,852 shares of INTERCO 
common stock for all of the outstanding capital 
stock of Devon. 


® United Shirt Distributors, Inc. was acquired on 
January 31, 1974, in an exchange of 142,570 shares 
of INTERCO common stock for all of the outstanding 
capital stock of that company. 


More detailed information on these companies can 
be found on pages nine through eleven. 


ORGANIZATIONAL CHANGES 

® Joseph Fox, who was a member of the Board of 
Directors and a Vice President of INTERCO, elected 
to retire early, on June 1, 1973. 


™ Charles J. Rothschild, Jr. became President of 
Campus Sweater & Sportswear Company on Sep- 
tember 6, 1973, and was appointed to the Operating 
Board of INTERCO on September 10, 1973. 


® Philip N. Hirsch, an INTERCO Director and Vice 
President, became Chairman of the Board of P. N. 
Hirsch & Company on February 1, 1974, and Gerald 
Hirsch became its President on the same date. 


® Herbert Shainberg, Chairman of the Board of Sam 


Shainberg Company and a Vice President of 
INTERCO chose to retire from both of these positions 


on February 2, 1974. Mr. Shainberg will continue as 
a Director of the company. 


® William Forman, President of Devon Apparel, Inc., 
became a member of the Operating Board of 
INTERCO on January 14, 1974. 


®@ Barry S. Fine, President of Fine’s Men’s Shops, Inc. 
and Standard Sportswear, Inc., was appointed to the 
Operating Board of INTERCO on February 11, 1974. 


WORKING CAPITAL 


(Excess of current assets 
over current liabilities) 


Millions of Dollars 


eae Restated for companies acquired on a pooling of 


interests basis for years prior to their affiliation. 


ee As reported for each fiscal year. 


Years Ended 
Nov. Nov Feb. Feb. Feb. 
1974 


UNITED soins men’s APPAREL SHOPS 


The growing chain of Men’s Specialty Apparel 
Shops, which are part of the General Retail 
Merchandising Group of the company, was ex- 
panded during the year with the acquisition of 
United Shirt Distributors, Inc. on January 31, 
1974. 

United operates 39 men’s apparel stores in the 
metropolitan Detroit, Michigan, area under the 
names of United and Jeans Galore. These stores, 
predominantly in shopping centers, carry an ex- 
tensive line of popular-priced apparel and other 
male furnishings. 

INTERCO now operates 67 men’s specialty 
apparel stores in Michigan, North Carolina, Ohio, 


Pennsylvania, South Carolina, Virginia and West 
Virginia, under regional trade names of Fine’s 
Men’s Shops, Standard Sportswear, United and 
Jeans Galore. 

Growth from this base of operations is un- 
limited and plans provide for the continual ex- 
pansion of this chain of men’s apparel shops 
throughout the geographical regions they now 
serve, as well as entering new regions. 
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Devon Apparel, Inc. joined the Apparel Manufacturing 
Group of INTERCO on January 11, 1974. Devon, a 
major designer, manufacturer and distributor of a diver- 
sified line of contemporary coordinated sportswear for 
women, was founded in 1943 and has grown steadily 
over the years. 

The addition of this division expands further the 
growing apparel operation of INTERCO, and adds new 
growth dimensions in a totally new area of its busi- 
ness—moderately-priced basic clothing for women— 
clothing with a strong fashion image. Devon’s principal 


products include sweaters, slacks, skirts, vests, jackets 
and shirts for the missy and the large-size sportswear 
market. 

Devon's executive, marketing and styling offices are 
in Philadelphia, as well as its manufacturing and fully- 
automated customer service center. Its multiline 
branded products... DEVON and LADY DEVON... 
are sold nationally through more than 7,000 depart- 
ment and specialty stores. 

Devon maintains showrooms and a designing office 
in New York City and regional sales offices in ten 


cities across the country. In addition, Devon is a totally 
integrated producer, which manufactures a large per- 
centage of its material requirements. 


Devon is programmed, with its extensive product 
lines, to the expanding demand for leisure apparel and 
is in an excellent position to capture and expand its 
share of the female sportswear market. 


Shown on these pages are a few of the coordinated 
offerings of Devon. 


ls 
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APPAREL MANUFACTURING 
GROUP 


Fiscal 1974 was a significant year for the ap- 
parel business of INTERCO. Existing operations 
had record sales and earnings for the year, and 
a new dimension and opportunity for the future 
was added—women’s sportswear manufactur- 
ing—through the acquisition of Devon Apparel, 
Kae 

The apparel group contributed $281.1 million 
or 25% of the sales, and $30.7 million or 30% 
of the earnings of the company, a return of 
10.9% on sales before income taxes, corporate 
expenses and interest cost. 

Shown on these pages are but a few of the 
wide range of apparel selections offered to the 
consumer for work and leisure time. Our princi- 
pal products include a variety of moderately- 
priced fashions: woven and knit slacks, knit 
shirts—both sport and dress, sport coats, jackets, 
coordinated duo and trio sportswear, suits, 
sweaters, jeans, western wear, outerwear, swim 
trunks and walk shorts. The contemporary 
sportswear for women from Devon feature a 
coordinated line of sweaters, slacks, skirts, vests, 
jackets and shirts. 

The apparel manufacturing industry continues 
to be fashion-oriented. Even though many of 
our products are considered ‘‘classics,’” we have 
the people who are necessary to provide creative 
merchandising and styling. This will enable the 
company to continue its outstanding growth and 
to be a major competitor in the market it serves. 

A substantial part of the company’s record 
capital expenditures during the year was used 
to expand and modernize the manufacturing 
and customer distribution capabilities of the 
apparel group. During fiscal 1974, eight new 
factories were added which increased our pro- 
ductive capacity by 20%. To meet the increasing 
customer interest in INTERCO’s apparel prod- 


APPAREL PLANTS 


Beginning End 
of of 

Year Added Closed Year 
37 8 1 44 


MAJOR APPAREL BRANDS: For men and 
young men: Big Yank e Biltwell e Campus e 
Cowden e Impact 70's e John Alexander e 
Leonard Macye Mr. Golf e Mr. TenniseTailor’s 
Bench. For women: Devon e Lady Devon. For 


the family: Big Yank. 
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ucts, present plans include several additional 
manufacturing plants during the new fiscal year 
which will increase our capacity another 10%. 

Great emphasis is devoted to the develop- 
ment of new manufacturing techniques and 
technological improvements. Company- 
developed machines and devices are supple- 
mented by the newest and most sophisticated 
knitting and sewing equipment from various 
parts of the world. Manufacturing efficiency has 
been improved by the introduction of automated 


equipment to several basic operations. New 
methods and machines are continually reviewed 
and tested to determine their practicability for 
greater productivity and improved quality. 

The INTERCO apparel group combines all the 
necessary strengths to grow in the future and 
offers complete flexibility to act and react to the 
demands of the discriminating style-conscious 
and cost-conscious American consumer. Style, 
quality and value continue as INTERCO’s 
guiding goal. 
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GENERAL RETAIL MERCHANDISING GROUP 


The general retail merchandising group con- 
tributed record high sales and earnings to the 
total INTERCO performance in fiscal 1974. This 
group reported $363.2 million or 32% of the 
sales of the company, and $23.8 million or 24% 
of the earnings—a return of 6.6% on sales before 
income taxes, corporate expenses and interest 
Cost 

These retail stores offer a wide range of 
popular-priced consumer products and services 
for the expanding middle-income range of our 
population through 626 retail locations in most 
regions of the country. The general retail opera- 
tions are represented by the following types of 
SLONES: 


Junior Department Stores 
Full-service 91 


Self-service 287 378 
Discount Stores 157. 
Men's Specialty Apparel Shops 67 
Hardware, Lumber and Building 

Materials Supermarkets 24 
Stores in Operation 626 


During fiscal 1974, the general retail mer- 
chandising group added 86 new locations, while 


closing marginal ones, and relocating others, 
and has plans to open a minimum of 50 new 
units during the 1975 fiscal year. To accommo- 
date the growth of additional units each year, 
the company continues to emphasize and ac- 
celerate its planned employee program for 
in-depth internal training of store managers and 
other key people. This program maintains a pool 
of experienced personnel to facilitate profitable 
growth and expansion. 


GENERAL RETAIL STORES 


Beginning - Closed End 
of Relocated of 

Year Added or Sold Year 

571 86 “ 31 626 


MAJOR RETAIL TRADING NAMES: Central 
Hardware e Carithers e Eagle Family Discount 
Stores e Fine’s Men’s Shops e Golde’s e Hirsch 
Value Centers e Jeans Galore e Keith O’Brien 


e Kent's e Lin-Brook Hardware e Miller's e 


P. N. Hirsch e Shainberg’s e Standard Sports- 
wear e The |. D. Store e Thornton's e United e 
Wigwam. 
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GENERAL RETAIL MERCHANDISING GROUP 


Bes sw: 


RENTS 
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Aggressive merchandising policies, coupled 
with the ability to move merchandise swiftly 
from new, modern, fully-automated regional dis- 
tribution centers to the retail units, provide our 
customers with competitive values in today’s 
cost-conscious environment. 

The junior department stores of INTERCO 
continue to expand into new communities in 
their regions, which are principally the Midwest, 
the Southeast, and the Northwest. The Hirsch 
chain, and Shainberg’s, Golde’s and Kent's stores 
concentrate on providing basic clothing and 
household needs to the consumer, and these 
will be expanded in the years ahead. 

The Eagle Family Discount Stores, offering 
over 10,000 discount items for the family, were 
expanded again during the past year, and Eagle 
will continue to enter new communities in the 
southeastern part of the country. 

Central Hardware, a leading supermarket-type 
hardware, lumber and building materials chain, 
posted the highest volume and earnings in its 
history. In addition, Central entered a new retail 
market—Memphis, Tennessee—late in the fiscal 
year with the opening of four large 70,000 square 
foot locations for the “‘Do-\It-Yourselfer.” This 
chain will be expanded, on an orderly basis, to 
meet the growing demand by value-conscious 
families for one-stop home improvement and 
home repair needs. 

The general retail group of INTERCO enters 
fiscal 1975 confident of substantial future 
growth. 


oes 
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FOOTWEAR MANUFACTURING 
AND RETAILING GROUP 


The footwear group of the company, which in- 
cludes both manufacturing and retailing, reported 
record high sales and earnings in fiscal 1974. 
This group contributed $477.6 million or 43% of 
the sales, and $45.7 million or 46% of the earn- 
ings of the company—a return of 9.6% on sales 
before income taxes, corporate expenses and in- 
terest cost. 


In this decade of uninterrupted growth for 
INTERCO, the footwear group—the original 
operations of the company—has grown in each 
of these years because it manufactures footwear 
of quality and fashion, and because of a con- 
tinuation of internal expansion tn the retail part 
of the business. 


Footwear Manufacturing: 
The divisions within this group style, manu- 
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Beginning Closed End 
of Relocated of 
Year Added or Sold Year 


Manufacturing 


Plants 38 3 2 39 
Shoe Stores 

and Leased 

Shoe 

Departments 873 71 60 884 


- MAJOR FOOTWEAR BRANDS: For men: 


Ambassador e Florsheim—Florsheim Imperial — 
and Royal Imperial e Hy-Test e Julius Marlow e 
McHale e Rand e Winthrop e Worthmore. For 
women: Denny Stewart e diVina e Florsheim e 
Imperial and Ramblers by Florsheim e Miss 
Wonderful e Personality e Thayer McNeil e 


Thomas Wallace e Vitality. For children: Red 
Goose e Poll Parrot e Savage. 


MAJOR RETAIL TRADING NAMES: Florsheim 
Men’s Shopse Duane’se Gude’se Paul’s Shoese 
Phillip’s Shoes e Thayer McNeil Shoe Shops e 
Thompson, Boland & Lee. 


facture, and wholesale men’s, women’s and 
children’s footwear in most price categories in 
the United States and Canada, and manufacture 
and wholesale men’s footwear in Australia, and 
include: 


The Florsheim Shoe—men’s and women’s— 
unchallenged leadership in the market it 
serves, emphasizing quality leather, quality 
fashion, and quality craftsmanship. 


International Shoe Company—increased its 
penetration into the popular-priced footwear 
market for men, women and children, provid- 
ing both branded and private-label footwear. 


In Canada, Interco Savage manufactures 
men’s and women’s footwear, including 
Florsheim, and children’s shoes for the 
Canadian market. 


ibs] 


Julius Marlow Holdings, an Australian sub- 
sidiary, maintains a dominant position tn 
Australian men’s quality shoes, including the 
Florsheim shoe. 


We continue to research and experiment for 
improved methods in the manufacturing of 
shoes. During the year, International Shoe and 
Florsheim Shoe installed a ‘“‘gradamatic com- 
puter controlled footwear pattern grading and 
cutting system,” which could revolutionize the 
grading of shoe patterns and provide improved 
efficiency and cost reductions. 

Florsheim’s strong business makes new pro- 
duction facilities necessary. During fiscal 1974, 
The Florsheim Shoe Company increased its pro- 
duction capacity by eight percent and, after the 
close of the fiscal year, purchased two additional 
manufacturing plants. These actions were neces- 
sary to meet the continued increasing demand 
for Florsheim’s quality—all leather—shoes. 


by International Shoe Company 
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Footwear Retailing: 

The footwear retailing operations of INTERCO 
continued to show growth in established units 
during the year, and added 71 new large attrac- 
tive units, while continuing to close smaller mar- 
ginal units and to relocate others. At year end, 
shoe stores and departments were in operation 
in most parts of the United States and Canada 
and in Mexico City. 

Florsheim led the expansion program with the 
opening of 58 new Florsheim Men's Shops, 
Thayer McNeil Shoe Shops, and leased depart- 
ments In all areas of the country. Three Florsheim 
Shoe Shops for men are now operating success- 
fully in Mexico City, bringing the same high 
quality merchandise to the people of Mexico 
as found in those stores in the United States. 
Florsheim will open the first Florsheim Shoe 
Shop in Sydney, Australia, later this year. 

The previously announced plan for the or- 
derly transfer of certain regional retail footwear 
operations of International Retail Shoe—a for- 
mer division of INTERCO—to Florsheim was 
completed during the year. Senack Shoe, the 
leased shoe department operation, remains in- 
tact and during the year continued to open new 
units, mostly In regional department stores. 

Present plans provide for the opening of 50 
new shoe stores and leased departments during 
fiscal 1975, which will bring the total shoe re- 
tailing operations of INTERCO to more than 
Y2Z201Umits: 


General: 

The forward movement of INTERCO’s foot- 
wear business in fiscal 1974 provided its most 
successful year, and this was a direct result of 
the sound organizing abilities of the manage- 
ments which operate the footwear divisions. 
These results were possible, despite the margin- 
squeeze from economic regulation, escalating 
raw material costs, and extreme pressure on 
production facilities. Plans require continued ex- 
pansion of our footwear group in the coming year. 


INTERCO 


Consolidated 
Financial 
Statements 


consolidated 
balance 
sheet 


(Dollars in thousands) 


ASSETS 


February 28, 


Current assets: 


Marketable securities, at cost which approximates market......... 


Receivables, less allowance for doubtful accounts and 
Cash discounts Of $4,.210K$3; Gazal O73) eae ene ae 


Inventories: 
Finished products and other merchandise.................ee8. 
RawamatetialSsancdiwonkeinvOhOCeSS mammaire cer eerr errr 


Prepaid expenses. .5.5 yaecs ace ores we cnalce cater as eens aaiearen e anier 
Future incomestax DenefitSseue: cece eee leceintrereee tener: 


Total currentassetse eters ei eet ata ee eee entrar 


Excess of investment over equity in subsidiaries at acquisition, 
net.of AMOrtizatloni ccc. ss aews cogee sees greet ee tole avenue omen es 


sundry investments and other assets;.2....-.c.cere ences cs coees cee. 


Future:incomeitax:benefits emer ee ee ee ae 


BuildingsiandiimprovementS#acssse aerate cee ee ea enter 
Machinery andequipmentwace.-p errs eee aeer cate ae 


Less .accumulatedidepreciatione. rasan ue eat pe eee rte arian 


Net property, plant’and equipmentian.....5s 4000s oe ness eee een: 


See accompanying notes to consolidated financial statements. 
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1974 


$ 13,045 


11,350 


149,277 


180,887 
64,741 


245,628 


3,163 
2,894 


425,357 


9,323 
6,049 


2,616 


5,078 
91,193 


101,996 


198,267 


94,712 


103,555 


$546,900 


1973 


$ 18,346 


1,948 


143,477 


SP IOS: 
57,042 


232,500 


2,830 
2.105 


401,141 


sees 
Dos 


2,450 


5,083 
82,210 
92,014 


179,307 


87,562 


915745 


$510,884 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


February 28, 


CUrrOMtMaturitics Of lOMe-Terhn CeDbe. sites scr nc acces meme vee 


Accounts payable and accrued expenses............cececccccceees 


lComentaxesS sae eer 


cd 


i 


Bone -Lerm: GebtaleSs current Maturities... .. ss scree snes saci oaencces 


Deferred compensation and other deferred liabilities................. 


MINOLILVINLELESES MU SUDSIGIATIOS:. «24 sxe cee ciclecsiee aie a cmye'eee coeiads se e's 


Stockholders’ equity: 


Preferred stock, at stated and liquidating value: 


GIEStaPLELEl lO Gireeerice aan ce ae coins outrns eis os nsec ie sa Gua oles Coons 


SECONG OFElEL FEC amen ee tn. lasse ss ce Goes veces He alas s salealwwncbare 


Commonsstockeratastatecdivalliememrarnmis scenes octal clertiiioretele teleralers 


Capital SUnDIUS sae en see ens 


Retained earnings........... 


eee eee rere eer eee essere eeereseeresreeseeeee 


eee ewer eer ere eer eee seeeeeeeereerereeeees 


Less common stock in treasury, at COSt..........cesesescsecceseece 


Total stockholders’ equity 


wee eee reer eee eee seers eeeeeeeeereeseeeeeee 


1974 


111,313 


63,145 


10,156 


2,936 


453 


15,836 


16,289 


81,898 
41,825 
219,338 


359,350 


359,350 


$546,900 


INTERCO 


1973 


Pos, 027 
89,760 
14,699 


108,086 


62,528 


10,202 


2,840 


929 
15,836 


16,765 


S1,727 
41,591 
187,780 


327,863 


635 


32/226 


$510,884 
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CONSOLIDATED STATEMENT OF EARNINGS 


(Dollars in thousands except per share data) 


Years Ended February 28, 1974 


Sales and other income: 


Nek sales ics eae era re nica ORE ON Oe an et ea eT aE eee te ema ea $1,121,927 
Other Income, nek... secre oe ea nh eR eee Se ie eee tenes ieee 10,152 
1,132,079 
Deductions: 
Gost of Sales ccc eh re ee eRe a ce eee eee eee ce Re eee 791,247 
Selling, general and administrative expenseS...........0-<:+-cceeceseeessssenrre 244,915 
Interest expense, soe eee cme roe Hee ne eee ann tae oe ene a eee eens 5,479 
Minority Interests..c0 en cae eet ncaa ea ere ae ee eee 381 
1,042,022 
Earnings before income: taxeSec.canvacerecc ses eter eee cee eae eee 90,057 
TAC OITIE TAXES. sera ratd olay et erie ole ee rience fia, tne rata ter ates et 43,015 
Neb Carin GS soccer ae eas ren ener ae Sees Oa eee gr tenn ee eee eee $ 47,042 
Per share of common stock: 
Fully:diluted earnitigss. coe en ee nt Cee cree aaa ee $4.11 
Primary CarningSacsecact ces hee ee ec me eae ee eae ete $4.23 


See accompanying notes to consolidated financial statements. 


1973 


$1,051,189 
8,036 


1 O59I225 


741,901 
229,548 
4,729 
379 


SNM ey ayeyi! 


82,668 


40,197 
$ 42,471 


$3.70 
$3.83 


STS ETN TR SN TS AS ELIS TEESE GATED ORDO ER ETE ET BSE EO SOITE. SSRN BNI PS OT ONY TED TS STE YUN SSE RM A ES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(Dollars in thousands) 


Years Ended February 28, 1974 


Working capital provided by: 


Net earnings? on ties Ween eee ee ene AU eee ern cere ee $ 47,042 
D@Dreclatioricnc rete te oes ee eee eee Ste en ecg eee 11,642 
Future'incometax benefits on numer tenes cee erenime rine eens ae eer ines (166) 
OLS Fe Eas sen Cee ales eC eect ee an eee eran ere ae ae pee 22 
Operationssie ee eee re Ree en ratte ae ee ete ar rene aes 59,240 
Disposal of property, plant anciequipment .ercmee eave ceeee enor one en eee 1,611 
Issuance of common stock for conversion of preferred stock—contra below.... 476 
EXErciSe-OF STOCK ODtlO MS. ae aren cae eae tran ee nee ee 94 
Working capital of purchased company-caasec.snc soc. cic tam cen ce cada oes = 
Issuance-of-long-termidebtsrcerec tee anaes ee eee rents ene eres 4,425 
65,846 
Working capital used for: 
Additions to property. plang and GQuIpMment seems ae ncn nerrer are eee ere 23,957 
fneréaseun funds in eSCrow LOMCONSLTUCTION satin aeeneeerace ate ee eee 1,106 
Cashidividendsevcancertercc eter care ee te eet Oe re eee 14,487 
Conversion of preferred stock—contra ADOVE............cccccececcececcccccccucs 476 
Reduction of long-term debt...... eer ee recurs Pere eine hoa eT Area eee 3,808 
Purchase Of COMPAN Ves ere ane de oe ek ee anton etm ate tne ch an tea ee eS = 
PUuretaSe OL COMMDANY Ss StOCK owes arena Pere tree sere veer barren es Yc 526 
OULOIAeE uote errant re ete ec ee tae Fh eee, ny ee Pee EE ee 497 
44,857 
Increase:in working capital. se..c2. cue ene oreo eae Dae eee ie ea ee eee $ 20,989 
Working capital increased (decreased) by: 
Cash. and:marketable: securities wacss. eco ee ee eee ere $ 4,101 
Receivables sists aentennen cero ei acanree aa oe see eee eet a ne eer ea 5,800 
INVOTILORIGS se15 a era acre Guta eu rare ee rare PS LTT 13,253 
Othencurrent- aSSets oy ene nee mer ue eae ech a eye ee a Meee 1,062 
Notes payablesteccmcnrs cece samme ae theirs crete eee teeta ane ver = 
Current:maturities ofdong-termicdebtcar au. acc ne eccen come erie eee eee eee 4 
Accounts. payable and accrued expenses........-0-. 07s sce ee eee eee (5,065) 
[come tAXeSmr cata cash daa rede Sues ooo Cie eee ae ee ee ee ee 1,834 
$ 20,989 


See accompanying notes to consolidated financial statements. 
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1973 


$ 42,471 
10,528 
‘ 


220 
463 


53,690 


1,082 
4,291 
3,434 
2,603 

900 


66,000 


16,745 
S217, 
4,291 
rekon! 
3261 


504 


45,119 
$ 20,881 


$ (23,748) 
22,404 
23,005 

2,095 

5,098 

1,059 
(7332) 
(2,300) 


$ 20,881 


CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY 


(Dollars in thousands) 


Years Ended February 28, 1974 and 1973 


Preferred Common Stock Capital Retained 
Stock Issued In Treasury Surplus Earnings Total 

Balance February 29, 1972: 

As previously reported................ $20,647 $71,268 $ (4,440) $36,552 $150; 122 $274,149 

Adjustments for pooled companies... 8,248 1,973 126 10,044 PMO SIS) 

AStresltaledermernccese twat eae osnis 20,647 79,516 (2,467) 36,678 160,166 294,540 
N@tieanningS mrcntarcer ts acnoemcre sores « AD ATI 42,471 
Cash dividends: 

ELelerredrslock aaccncers con. ssi attgs (988) (988) 

Common stock—$1.25 per share..... (12,064) (12,064) 

By pooled companies prior to 

ACQUISITION scenes a eese ones eee (165) (165) 

Stock dividend: 

By pooled company prior to acquisition 50 45 (95) 
Conversion of preferred stock: 

Series A—31,238 shares............. (3,123) 1,019 2,104 

Series B—29,028 shares............. (17161) 435 726 

Series C— 66 Sliaresin cs sa atone. (7) 2 5 
Issuance of 53,800 contingent common 

SIME KK eeordcuslceas coer GOO a Oaeae 545 (1,545) 
Exercise of stock options: 

Series C— 4,087 shares........... 409 (134) ATES 

Common—104,073 shares........... FAO) 287 2,167 3,159 
Balance February 28, 1973, as restated 16,765 Sli72/ (635) 41,591 187,780 327,228 
NEeWCarmingSs.cse ose secs ccescse sess ets 47,042 47,042 
Cash dividends: 

PECTCLFOULSLOC Kuen. wiecton eres aie ete e (868) (868) 

Common stock—$1.32 per share..... (13,248) (13,248) 

By pooled companies prior to 

ACCUISILION Sse streets cae nak ee eve (371) (371) 

Conversion of preferred stock: 

Series A—2,S07 SNAareSissscec cscs eees (281) 91 189 (1) 

Series B—4.8577ShiareSie.s oraces ee « (195) 73 122 
Purchase of 13,204 common shares.... (526) (526) 
Issuance of 30,317 contingent common 

SMa eSeirece cn see ee sce Revie eet es 997 (997) 
Exercise of stock options: 

Common—5,958 shares.............. Vi 164 Cap) 94 
Balamcestebrilary 26). 197 4econ 4 ecw els $16,289 $81,898 - $41,825 $219,338 $359,350 


See accompanying notes to consolidated financial statements. 


SS SY ISEB TT PR IS TS HT A 


OTES TO CONSOLIDATED FINANCIAL STATEMENTS 


bruary 28,1974 and 1973 


Significant Accounting Policies— The company and its sub- 
sidiaries employ generally accepted accounting principles 
on a consistent basis to present fairly their consolidated 
financial position, results of operations, and changes in 
financial position. The major accounting policies of the 
company are set forth below. 


Principles of Consolidation—The consolidated financial 
statements include the accounts of the company and all 
domestic and foreign subsidiaries. Foreign subsidiaries 
(principally Canadian) are not material in relation to con- 
solidated financial position or results of operations. All 
material intercompany transactions have been eliminated 
in consolidation. 


Inventories—The majority of the inventories are priced at 
the lower of cost (first-in, first-out) or replacement market. 
Certain of the inventories are priced on the ‘‘last-in, first- 
out’ method. Had the ‘’first-in, first-out’ method been 
applied to all inventories, they would have been stated at 
approximately $268,898,000 and $254,157,000 at February 
28, 1974 and 1973, respectively. 


Depreciation—For financial reporting purposes, the company 
employs both accelerated and straight-line methods in 
computing depreciation. Approximately 73% and 75% of 
depreciation expense was computed on the straight-line 
method in 1974 and 1973, respectively. 
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Excess of Investment Over Equity in Subsidiaries — Cost 
in excess of net assets of companies acquired is being 
amortized on a straight-line basis, generally over 40 years. 


Start-Up Expenses—Start-up expenses of new facilities are 
charged to operations in the year incurred. 


Income Taxes— Deferred compensation, depreciation, profit 
on installment sales and certain valuation reserves and 
accruals are recognized for income tax purposes in years 
other than the years in which they are reported in the 
financial statements. Provision has been made for resulting 
deferred taxes and future tax benefits. Investment tax credits 
are reflected as a reduction of Federal income taxes for the 
period in which qualified property is placed in service. 


It is the company’s intent that the undistributed earnings 
of subsidiaries will either be reinvested in the subsidiaries 
or distributed tax-free to the parent company. Accordingly, 
no provision has been made for income taxes on such 
undistributed earnings. 


. Business Combinations—During 1974, the company ac- 
quired all the outstanding stock of Devon Apparel, Inc. and 
United Shirt Distributors, Inc. in exchange for 866,422 
shares of company stock. These transactions were accounted 
for as poolings of interests, and accordingly the accounts 
of these companies have been included in the accompanying 
financial statements for 1974 and 1973. Consolidated net 
sales and net earnings for 1973, prior to restatement for 
these business combinations, were $1,001,817,000 and 
$39,122,000, respectively. The net sales and net earnings 
of these companies for 1974, prior to combining, were 
$51,565,000 and $3,236,000, respectively. 


During 1973, the company acquired all the outstanding 
stock of Big Yank Corporation and Standard Sportswear, 
Inc. in exchange for 309,321 shares of common stock. 
These transactions were accounted for as poolings of 
interests, and accordingly the accounts of these companies 
have been included in the accompanying financial state- 
ments for 1973. The results of operations of these com- 
panies for 1973, prior to combining, are not material to 
consolidated results of operations. Also during 1973, a 
company was acquired for $3,261,000 cash in a transaction 
which was accounted for as a purchase. 


3. Long-Term Debt—Long-term debt consists of the following: 


1974 1973 
(in thousands) 
452% promissory installment notes, payable 
$1,875,000 annually, 1974-1989, and balance in 
LOQU Meccan ae eae ee Cees $42,500 
6% promissory installment notes, payable $750,000 
annually, 1974-1975, $1,250,000 annually, 1976- 
1979 eandibalancetnploslee eee eee 8,625 9.375 
434 % obligation under long-term lease, payable in 
annual installments increasing from $260,000 in 


$44,375 


LOA Tor poo 00N LOS Ieee eee 7,165 7,415 
Other debt at 2% % to 934 % interest rates, payable 

in varying amounts through 1993............. 8,478 4,990 

66,768 66,155 

LESSSiCULTeNUmmatunitlesemeasmreetrer eetecitareetere errors 3,623 3,627 

$63,145 $62,528 


26 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued) 


Current maturities of long-term debt in the five years 
following February 28, 1974, are as follows (in thousands): 


ey enn annem eeri encase nt reer wees nritin $3,623 
1976. costae vig ate auleraw ors apiece oicrele orp) ssalnbiel ae arate se eect etme as) 
LOTT avcteeen tbyiape wayose sie ale raisde ani sche te «evs @icteTa ae eae ete ara ae 4,434 
O78 vee wares he toa erie wip bora pata lvieale ctelt eves ete eee 3,897 
1979 so avo tette poieniee neces elon gee donee eee eee eRe 


The 4%% note agreement restricts retained earnings of 
$43,810,000 as to payment of cash dividends on capital 
stock and the purchase, redemption or retirement of capital 
stock. The agreement also provides that no such payments 
be made unless consolidated working capital shall be at 
least $80,000,000. 


. Preferred Stock—The company’s preferred stock is issuable 


in series. Authorized preferred stock consists of 577,060 
shares of first preferred and 1,000,000 shares of second 
preferred without par value. Such stock is summarized as 
follows: 


First Preferred Series B— $2.10 cumulative, with stated and 
involuntary liquidating value of $40 per share; issued 
11,334 shares at February 28, 1974 and 16,191 shares 
at February 28, 1973, callable beginning in 1975 at 
$42.10, decreasing to $40.00 in 1985; convertible into 
2 shares of common stock. 


Second Preferred Series C—$5.25 cumulative with stated 
and involuntary liquidating value of $100 per share; 
issued 158,359 shares at February 28, 1974 and 1973; 
callable beginning in 1975 at $105.25, decreasing to 
$100.00 in 1985; convertible into 3.0534 shares of 
common stock. 


At February 28, 1973, 2,807 shares of first preferred Series A 
were outstanding. These shares were converted into 
12,190 shares of common stock in 1974. 


. Common Stock—The company’s common stock consists of 


30,000,000 shares authorized with stated value of $7.50 
per share, of which 10,919,780 shares were issued at 
February 28, 1974, and 10,896,985 shares at February 28, 
1973, including 22,113 shares in the treasury. 


Shares of common stock were reserved for the following 
purposes at February 28, 1974: 


Number of 
Shares 
Conversion of preferred stock.............cceceecececes 506,201 
Common stock options: 
Granted Asie ite to, toe en 236,162 
Available fororantoencas cee cet teac or acc eee 119,325 
Contingent shares based on profit performance of acquired 
COMpPANleswee sense eee ee ee 60,125 
921,813 


Under the company’s stock option plans, certain key em- 
ployees may be granted options (qualified, non-qualified, 
or a combination of both) to purchase shares of common 
stock. Qualified options granted under the plans may not 
be less than 100% of the fair market value of the common 
stock on the date an option is granted, and non-qualified 
options at not less than 85%. All options which have been 
granted are qualified, become exercisable in installments, 
and expire five years from date of grant. 


Changes in options granted are summarized as follows: 


1974 1973 
Average Average 
Shares Price Shares Price 
Beginning of year........ 172,831 $39.94 209,290 $34.11 
Assumed options of 

pooled company.... _— — 11,467 19.90 
Options granted....... 88,189 37.78 57,247 47.85 
Options exercised..... (5,958) 16.01 (104,073) — 30.28 
Options cancelled..... (18,900) 44.61 (1,100) 47.73 
EMG! Ol MERI ooocsooboone 236,162 39.36 172,831 39.94 

Exercisable at end of year 42,171 18,114 


6. Income Taxes—Income tax expense is composed of the 
following (in thousands): 


1974 1973 

Current: aay ae 
BetlClalimmat ienscntacratinat ne ona necks $37,733 $37,009 
STAT AIICICIEVnt eer, areata: Sareasss aunt tas 3,704 3,596 
Foreign (principally Canadian)........... 1,851 1,505 
43,288 42,110 
DCKORL CC Wamp net rear arr aunt a etc, ans Sihcreve's (273) (1,913) 
$43,015 $40,197 
HMOSEINGMU LAXICHECILS sp ope ceie aye cc's. ages tees $ 912 $ 598 


The tax effect of timing differences resulting in net deferred 
income taxes during the year ended February 28, 1974 
arose from valuation reserves and accruals not currently 
deductible for tax purposes, $541,000, deferred compen- 
sation, $172,000 and adjustments resulting from reorganiza- 
tion of certain subsidiaries, $186,000, offset by accelerated 
methods of depreciation, $454,000, installment sales, 
$157,000, and other, net $15,000. 


The Federal income tax returns of the company and its 
major subsidiaries for the three taxable years 1969 through 
1971 are currently in the process of examination. Manage- 
ment is of the opinion that the results of these examinations 
will have no material effect on consolidated financial 
position or results of operations. 


. Pension and Retirement Plans—The company and its sub- 
sidiaries have pension plans covering substantially all em- 
ployees. The company’s policy with respect to principal 
pension plans is to fund pension costs accrued. Total 
pension expense was $7,875,000 in 1974 and $7,304,000 
in 1973, which includes as to certain of the plans amorti- 
zation of prior service costs over periods ranging from 20 
to 40 years. The actuarially computed value of vested 
benefits as of latest valuation dates of the plans exceeds 
the total of the pension funds and balance sheet accruals 
by approximately $5,400,000. 


. Lease Commitments—Substantially all of the company’s 
retail outlets and certain other real properties and equipment 
are operated under lease agreements expiring at various 
times through the year 2009. Leases covering retail outlets 
and equipment generally require, in addition to stated 
minimums, contingent rentals based on retail sales and 
equipment usage. Generally, the leases provide for renewal 
for various periods at stipulated rates. 


Total rental expense was as follows (in thousands): 


1974 1973 
BASICIRS IAI Semmes siaerace See ae on $25,275 $25,014 
Contingent rentalseee 2 seen cence eee 9,912 9,393 
35,187 34,407 
LESS GUDIGASS TAMILS. . ocococnccscacnnscee 1,824 1,580 
$33,363 $32,827 


Included in rental expense above is the cost of services 
provided by lessors of leased retail departments, estimated 
to aggregate $6,400,000 in 1974 and $5,900,000 in 1973. 


At February 28, 1974, minimum rental commitments under 
all noncancelable leases, excluding capitalized leases, were 
as follows (in thousands): 


Type of Property 


Year Real Property Equipment Total 
[S75 eee a oe ee $ 19,648 $1,718 $ 21,366 
1S 7G eemeey cee ake 18,397 1,467 19,864 
{O/T eeee en ee, 16,893 1,081 17,974 
1S7h meer ccm ens 15,581 400 15,981 
1979 eee hy ey nets. 13,885 96 13,981 
1980:1994 eee ec eae 51,891 4 51,895 
1685-19395 eee 27,026 bs 27,026 
1LOGU=1 99d eee ete 10,487 = 10,487 
1995-7000 pe eens 4,195 ae 4,195 
$178,003 $4,766 $182,769 


The above minimum rental commitments for real property 
have been reduced by rentals from subleases. These sub- 
leases, expiring at various dates to 1993, provide for aggre- 
gate minimum rentals of approximately $7,700,000. 


The present value of noncapitalized financing leases, as 
defined by the Securities and Exchange Commission, and 
the impact on net earnings if such leases had been capi- 
talized are not material to the accompanying financial 
Statements. 


The company has also guaranteed leases of certain retail 
outlets of customers which at February 28, 1974 aggregates 
approximately $1,900,000 based on minimum rentals. 


. Earnings Per Share of Common Stock—Fully diluted earn- 


ings per share are based on the weighted average number 
of shares of common stock and common stock equivalents 
outstanding during the years, plus those common shares 
which would have been issued if conversion of all preferred 
stock had taken place at the beginning of each year. 
Common stock issuances based on profit performance and 
common stock options, the exercise of which would result 
in dilution of earnings per share, have been considered as 
the equivalent of common stock. 


Primary earnings per share are based on those shares 
included in the fully diluted earnings per share calculations, 
except that conversion of preferred stock has not been 
assumed. Net earnings for this computation were reduced 
by preferred stock dividend requirements. 
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: YEAR CONSOLIDATED FINANCIAL REVIEW 


(Dollars in thousands except per share data) 
FISCAL YEARS ENDED 


February 28 November 30 
FOR THE YEAR 1973 1972 1970 1969 
Net sales: 
Apparels. se se.kews as Peewee eles ies $ 281,148 $ 265,988 $ 228,768 $ 208,315 §$ 165,716 
General retail....... LORS OLGUESHS Shes ging 363,176 342,630 312,141 209236 225,652 
BOONES uy eta TR el. 177,603 442,571 399,971 379,914 373,927 
GLE SUIS ABE aca Duapae aaar gs cau Cee ad, 121,927 1,051,189 940,880 843,465 765,295 
Earnings before income taxes: 
Apparel pac teenie gee Eon, 30,668 28,614 21,589 18,358 12,544 
MECHA TCT you Se nee ce co cay ssc 13,798 18,181 17,983 16,870 16,065 
Footwear... UM OP aniaane atch auc 45,697 43,642 B7,219 34,589 33,229 
ice ),163 90,437 76,791 69,817 61,838 
_ Less corporate expenses and 
MEER ECOSUN ci fe paves sa cess). 10,106 7,769 7,941 8,404 . 6,599 
; Pe ObaNG bc eilsy he Be tes de we cieiaigt oN ys é 82,668 68,850 61,413 55,239 
(mS a percent of sales.................. 7.9% 7.3% 7.3% 7.2% 
PMCS ee oa Ps eh Lidia d 9s 42,471 35,830 30,786 28,085 
“insia percent ot sales... 4. Ui aearey sau 4.0% 3.8% 3.6% 3.7% 
_ Cash dividends paid: : 
OM Conumat SIOCK 605.2000 06s cee. 8 S65 12;229 10,837 8,239 7,300 
OM Breterted stock te ooo. 6 988 17452 2,498 2,429 
AT YEAR END 
WEGERIMEUCADIAL Co ie ceva ka balck a ces 293,055 ZI2ZANTI5S 224,612 220,145 
Property, plant and equipment, net...... 91,745 85,961 85,394 75,286 
Gapitarexdenditures: 2.0.0.6 se eka. 3,95 16,745 LOp277 17,707 17,189 
OVAR SSR ES ieee ite rkeld carte cule ba 510,884 480,810 444,759 398,907 
HOMO REE GE DET r yee ee Oy ie basa tilv d's 6 3 62,528 68,729 7 L970 73,900 
DIOCKMOIGEFS COUNTY. eels clay ca coews 327,228 294,540 244,247 222,843 
PER SHARE OF COMMON STOCK 
Fully diluted earnings (1)..............00. |! $ 3.70 o:9.17 $ 2.86 $ 2.66 
EUROCWOSt art tious Sewn ak cite ves goede 3's ylis Siic25 ot:21 $ 1.10 $ 1.00 


* (1) Refer to Earnings per Share of Common Stock in Notes to Consolidated Financial Statements. 
(2) The above figures have been restated to include pooled companies for years prior to their acquisition. 
28 (3) Fiscal 1974, 1973, and 1972 reflect the change in fiscal year from November 30 to the last day in February. 
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